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Summary of Potential Employer Penglties Under PPACA (P.L. 111-148)

beginning in 2014, to employers under the new health insurance reform law—specifically,

in §1513 and §10106 of the Patient Protection and Affordable Care Act (PPACA, P.L. 111~
148), as amended by §1003 of the Health Care and Education Reconciliation Act of 2010 (P.L.
111-152). Hereafter, PPACA will refer to PPACA as amended by the reconciliation act.

4 i Yhis report provides a description and illustrations of the penalties, when applicable
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must be a “large employer,” defined as having “at lf.' ‘
preceding calendar year.”? “Full-time employees”
per week.? The number of ﬁﬂl—tlme employees

included in the calculation of a large é nploy : , 'on a monthly bas1sz;«Th1sp is done by taking their .
total number of monthly hours worked d1v1ded by 120. £

For example, a firm has 35 full-time employees (30+ houf@zh zf addition, the firm has 20 part-

time employees who all work 24 hours per week (96 hoirs'per month). These part-time
employees’ hours would be treated as equivalent to 11‘6 “Fitll-time employees, based on the
following calculatr_on a:sg ,5

20 employeéé X9 hog_-rs f120=1920/ 120

~time employees plus 16 fall-time equivalents based on
calculatmg potential penaltzes below, part-time hours and

! For more information about exchanges under PPACA, see CRS Report R40942, Private Health Insurance Provisions
in Senate-Passed H.R. 3590, the Patient Protection and Affordable Care Act .

? Internal Revenue Code (IRC) §4980H(c)(2), as amended by §1513 and §10106 of PPACA, and as amended and
renumbered by §1003 of hitp://www.congress.gov/cgi-
lis/bdquery/R?d111:FLD002:@1(111+152)P.L. 111-152.

? IRC §4980H(c)(4). _

* IRC §4980H(c)(2)(B). In addition, an employer would not be considered a large employer if its nurmber of full-time
employees exceeded 50 for 120 days or less.
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Summary of Potential Employer Penalties Under PPACA (P.L. 111-148)

I 2014, for example, if citizens who

Potentiai Tax Penalties in 2014 on Large Employers

fecoiv of applymg the penalty amounts dlsousse

remamder of this report ‘2 “full-time employee™ is only those individuals working 30 hours per
week or more. Part-time workers or full-time equivalents are not included in penalty calculations.
An employer will not pay a penalty for any part-tlme workers, even if that employee receives a

premium credit.)

Beginning in 2014, individuals who are ror off“ered employer—sponsored coverage and who are.
not eligible for Medicaid or other programs may be eligible for premiusi credits for coverage
through an exchange, These individuals will generally have in e betWeen 138% and 400%

the federal poverty level (FPL). _ “'%?

. Individuals who are offered employer-3ponsored coverage only obtain premium cr *dr,ﬁ éfor

exchange coverage if, in addition to the other criterig;

rum would exceed 9. ;f €

household income, or the plan pays for les %, 0n average, of cov %eélth care

expenses,

ne'is below 138% FRL] a%"as, 133% FPL plus an
tort individuals’ i incomeswt When determining Medicaid
they-amll be determined eligible for
verage with prerruum credrts This

extra 5% FPL that is to be disregarded %
eligibility) apply for premmm credits through an exchange,
Medicaid and be enrolled in Medicaid rather than exchar_lge

@Eﬁ ya

120174, the monthly penalty assessed to employers who do not
ber of full-time employees minus 30 mu1t1p11ed by 1/12 of

coverage, the nuntbéEof full-time employees, and other inférmation required by the Secretary.
They must provide fictice to employees about the existence of the exchange mcIudmg a
description of the services prov1ded by the exchange

Large Employers Offermg Coverage
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Summary of Potential Employer Penalties Under PPACA (P.L. 111-145)

An employer must file a return providing the name of each individual for whom they provide the
opportunity to enxoll in coverage, the length of any waiting period, the nutiber of months that
coverage was available, the monthly premium for the lowest cost option, the plan’s share of
covered health care expenses paid for, the number of full-time employess, the number of months_
employees were covered, if any, and any other information required by the Secretary. The. Fhy
employer must provide notice to employees about the existen e ofithic exchange, including a*;
description of the services provided by the exchange. ' SR

Finally, those firms with more than 200 full-time emplbye that offer covefage' must, 2
automatically enroll new full-time employees in a plan nd continue enrol]menjc‘;;,pfi urrent -
employees). Automatic enrollment programs willibé tequired to include adequate fotice and the

opportunity for an employee to opt out. 4
) & Jzizr.‘??‘j’:
Examples g | &

/D) based on which, if any, .

Table 1 shows four tj(pes of large empioye’fs {columns A throy
Fered in Table 1, assume the

employer penalty applies. To correspond with the columaz;

fp

. following scenarios in a large employer with 50 ﬁlﬂ-gmg;&ﬁiﬂoyees (with the number unchanged

iy

ionthly basis asescribed above. &

it

throughout the year). Table 1 shows calculations fg‘rj;g{ﬁﬁeﬁnélﬁes on an anxual basis, rather than a
gt X _ . :

2

e

Scenari

£, iy

5 o . :&,’;g . .- . l .
Hoyer does not offer gcﬁige ge, but no full-time employees receive credits for
srage. No penalty“yGuld be assessed. '

. oy 9 1} .

Sceriario B

The large employéidoes not offer coverage, and one or more full-time employees receive credits
for exchange coverage. The number of full-time employees receiving the credit is not used in the
penalty caleulation for an employer not offering coverage. The penalty is simply the number of
full-time employees minus 30, times $2,000 (assuming annual amounts). Thus the gtmployer’s
annual penalty in 2014 would be (50-30) x $2,000, or $40,000. A

Scenario C

The employer offers coverage aud no full-time employees receive credits for excharige coverage.
No penalty would be assessed. . ' , . : S
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Summary of Potential Employer Penalties Under PPACA (P.L. 111-148)

Scenario D

The employer offers coverage, but one or more fulltime employees receive credits for exchange
coverage. The number of full-time employees receiving the credit is used in the penalty .
" caleulation for an employer that offers coverage. The penalty is the lesser of the following:

1, the number of full-time employees minus 30, multiplied by $2, 000—or $40,000
' for the employer with 50 full-time employees (ie., 50 minus 30, multlphed by

$2,000); or

2. the number of full-time employees who regeive credits for exchange coverage
multiplied by $3,000. : , y

Although the pepalties are dssessed on a monthly basis (with the dollah jer'nounts above then
divided by 12), this example uses annnal amounts, assuming the umbér of affected employee
' the same throughout the year.

Ifthe employer with 50 full-time employees had 10 emp

would be $30 000.

;ﬁ?
iployees had 30 employeesfﬁho recelved premium

However, if the employer 'with 50 full-tim
g ernployer for those m&i&;duals would be $90,000. -

credits, then the potential annual pend
Because this exceeds the overall lmnﬁ tion ¢
" would be the overall lmntatmn of $40 000
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Summary of Potential Emﬁloyer Penalties Under PPACA (P.L, 111-148)

Table I. Potentiat Annual Penalties Beginning in 2014 for Large Employers
Applies to For-profit and Nonprofit Organizations

Not a large - Large employer: 50 or more full-time employees®
employer: Less - —
than 50 full-time - . Does not offer coverage . . ' - - Qffers caverage
employees? - A B . : c [ )
- No _full-time ] 1 or more full-time | - No full-time | or more full-time
employeest receive | employeesb recelve | employeesh eceive | employeest receive
credits for credits for credits for exchange credits for
| exchange coverages. | exchange coverager coverage® | exchange coveraged
I : . iy
' No penalty No peralty Number of full-time Nopemalyy . ™ Lesser oft

employeest minus 30

mL_lltipIied b)’ $2,000 . Number of full-time -

emp[oyees" mrnwao

g egchange coverage,
g ultfplled by $3,000.

Source: CRS analysis of P.L. | 11-148 and PL. 1,

Notes: Under the health insurance reform law, penalties will be assessed on a mor,\ﬂthfyf basis (with the penaity
amounts divided by 12). To lllustrate anny Lfnts this table assumes that theiéﬁumber of full-time employaes
and the number of those fuli-time employeés:receiving credits through an exthanige remains constant throughout
the vear. State and local governments (|n their rofe as employers) wil not 15“:“ ibject to these penaltles.

pkyer, the number of full-time employees
snumber of full-time equivalents {calculated

a  For purposes of determining whether an employer s 2 “large ¢
(Le, those working 30 hours per week or more) Is added
by taking the hours worked by part-t|me employees In a mienth divided by 120}

b. For purposes of applying the penal:y amounts In this, E‘ab &4 full-time employee is an Individual working 30
“haurs per week or more, Part-time workers or qu-tlme equivalents zre not included.

-,,{-,’(.
c Beglnmng 20 14, individuals who are not offgred fnployer—sporsored coverage and who are not eligible
S ther programs may be eligible f&r premium credits for coverage through an exchange.
dividua!s will generally hiVedintome between |38% and 400% of the federal poverty level

¥ edicald eligibility.
p y sponsored coverage can only obtain premium credits for exchange
t Hhe: regular eliglbllicy criteria for credits (e.g, they are not eligible for Medicaid or
. "Eher programs, and geperally [y have income between 138% and 400% FPL) and meet the following additional
led In thelr employer's coverage, and thelr empioyer s coverage either (I)
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